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BRUNEI: KEY ECONOMIC INDICATORS 


1983 1984 


Gross domestic product ($ million) 3,799 3,780 
Real GDP growth rate (%) -0.1 Les 
Per capita GDP 18,263 17,500 
Consumer price index (end of period, 

1982 = 100) 100.3 104.4 
Consumer price index (average of 

monthly levels, 1982 = 100) 101.2 104.3 
GDP deflator index (1974 = 100) 230.3 eat .Q 
Prime rate (end of period) 9.5 2.5 


Merchandise trade surplus ($ millions) 2,667 2,578 
Exports (fob, $ millions) 3,398 3,198 
Imports (cif, $ millions) 731 625 


Crude oil production (thousand 
barrels per day, average) 179 fa 
Crude oil exports (thousand tons) 8,370 8,170 


Population (thousands, mid-year 
estimate) 208 


Exchange rate (average for year) Zui 


Principal imports ($ millions) 
Industrial machinery 


Food and live animals 

Motor vehicles 

Electric machinery and appliances 
Iron and steel bars and pipes 


Principal exports ($ millions) 
Crude oil 


Natural gas 
Petroleum products 





GENERAL BACKGROUND 


Brunei, Or, more properly, Brunei Darussalam, is an oil-rich 
Muslim sultanate on the northwest coast of Borneo. It is quite 
small, with only 216,000 people (estimate for mid-year 1984) 
living on 2,200 square miles. It is surrounded, and divided 
into two parts, by the Malaysian state of Sarawak, although the 
loss of the mouth of the river Limbang in 1890 which resulted 


in the division has never been recognized by the Brunei 
Government. 


The people of Brunei live comfortably in an economy based 
overwhelmingly on revenues from the production of crude oil and 
natural gas. Although oil has been commercially produced in 
the country since 1929, only in the last decade have the oil 
revenues and concomitant spending been such that the country's 
physical appearance and the people's way of life have been 
Significantly affected. Although the annual trade surplus now, 
for example, is about $2.5 billion, in 1971 Brunei rana 
merchandise trade deficit. During recent years, there has been 
considerable investment in infrastructure such as public 
buildings, roads and utilities, in provision of public services 
such as education and medical care, and in private buildings 
such as retail shops and homes. 


With more rapid economic growth -- real Gross Domestic Product 
(GDP) growth averaged about 4 percent a year over the period 
1976-84 and outside the oil sector real growth in economic 
activity averaged over 12 percent -- the appearance of the 
capital Bandar Seri Begawan has been greatly altered as new 
buildings were constructed and older ones refurbished. Today 
the visiting businessman will find Brunei able to offer 
healthy, comfortable facilities in most respects, excellent 
communications with the developed world, and air links with 
Major cities in the Southeast Asia area that are adequate, 
though limited in frequency in some cases. 


Business enterprises in Brunei generally are small scale. 
Government reports state that about three-quarters employ ten 
people or less. After the Government itself and the oil 
sector, the most important sectors are the construction, 
distribution and service industries. Manufacturing is limited 
to small concerns producing furniture, bricks, aerated waters 
and other products for local consumption. Also, small logging 
and sawmilling industries produce lumber for local use. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


In terms of current Brunei dollars (B$), Brunei's GDP 
officially was estimated to have increased only 0.4 percent in 
1984 (all years in this report are calendar years: the Brunei 
fiscal year corresponds to the calendar year) after falling 
10.5 percent in 1983 and 2.9 percent in 1982. The Embassy's 
estimate is that the GDP is likely to decline again in 1985. 
These figures are somewhat misleading, however, because the 
Brunei economy is so heavily concentrated in one sector In 
1984, some 76 percent of GDP (current B$) was produced by the 
petroleum sector, valued at the revenues earned from the sale 
of crude oil and liquified natural gas (LNG) to the 
international market. Thus GDP is determined more by the 
international oil market -- which determines the pace of 
production from the wells, subject to government policies on 
conservation of energy resources, and affects the prices 
received -- than by domestic economic activity. In the past 
the petroleum sector was an even greater determinant of GDP: 
the peak in recent years was 90 percent of GDP in 1980. The 
dominance of the petroleum sector has meant that recent overall 
GDP growth performance by Brunei has been poor because of 
softening prices for oil and resource conservation policies of 
the Brunei government that have limited production. Real 
annual GDP growth over the period 1980-84 averaged a negative 
4.6 percent. 


A substantial proportion of economic activity in sectors 
outside the petroleum sector is directly dependent on that 
sector, too. Brunei Shell, currently the sole oil producer in 
Brunei though not the sole lease-holder, has expanded local 
procurement and employment even while overall levels of capital 
and operating expenditure have been reduced over the-last two 
years. Brunei Shell paid about B$140 million to local 
contractors in 1984, a 6 percent redeuction from 1983. 


The non-oil sectors, however, are much more dependent on 
government spending than on the oil sector. As the following 
chart shows, non-oil economic growth has been strong, and 
basically unrelated to overall levels of GDP change, which 
reflect mainly changes in the petroleum sector. 


Overall Real GDP Growth and Non-oil Sector Growth 
(percent change from previous year) 


1980 1981 1982 1983 1984 
Real GDP growth -1.0 -20.0 2.0 -0.1 


Non-oil sector growth 29.9 4.8 10.9 12.0 
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Government public investment, the main support for the 
construction sector of the economy and the most important 
Support for private economic activity in Brunei after 
government salaries, slowed through 1984 as fewer government 
contracts were let. Earlier expectations for a revival in the 
pace of public construction in 1985 have not materialized. 
This slowing of demand from both the oil and government 
sectors, with its "ripple" effect multiplied through the 
economy, left the the 1984 business atmosphere markedly less 
buoyant than in the boom years of about 1980-83. This 
condition has carried over into 1985, and is expected to 
continue through the rest of the year. Though local 
businessmen expect some acceleration in economic activity early 
next year, government planners indicate that no one should 
expect a return to the rapid pace of 1980-83 based on public 
spending. Their objective is not rapid growth, which could be 


disruptive given Brunei's limited labor supply, but stable 
growth. 


GOVERNMENT: The Brunei Government, of course, affects the 
economy in a number of ways other than through public works 
spending. For example, some 46 percent of the working 
population (by 1981 census) were employed by the Government, 
meaning that a majority of Brunei citizens worked for the 
Government since about 30 percent of the labor force is 
non-citizen, few of whom have government jobs. Thus a 
substantial percentage of the workforce receives stable 
Salaries not subject to the vagaries of economic conditions, 
leading to relative stability in consumer spending for a number 
of product categories. 


Government spending in total has been growing substantially. 
After averaging annual increases of nearly 20 percent over the 
period 1977-82 to B$1.4 billion in 1982, expenditures ballooned 
to nearly B$4 billion in 1983 because of spending in 
preparation for independence (celebrated on National Day in 
February 1984). The budget for 1984 called for a drop back to 
only B$2.6 billion, with a further decrease in the 
appropriations budget for 1985 to B$ 2.1 billion. The surplus 
forecast for 1984 was B$3.9 billion, up from B$3.8 billion in 
1983, but well below the B$6.5 billion surplus in 1982 and 
below any other year since 1979. The Brunei Government has 
published no revenue estimate for 1985. 


The Government also is an important actor in the economy in its 
attempts to increase the ethnic Malay citizens' participation 
in the private sector, which now is controlled largely by 
ethnic Chinese residents and citizens of the country. Various 
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means are used to accomplish this. Government procurement and 
contracting policies favor suppliers owned by citizens 
(so-called “bumiputra" policies), as do the policies of Brunei 
Shell. Incentives, such as loans at special rates, are 
extended to budding bumiputra businessmen. Non-citizens cannot 
own land (a problem usually resolved with long-term leasing), 
and, occasionally, it is simply mandated that some type of 
business will be reserved for or have obligatory participation 
by citizens. For example, in 1984 local auto dealers were told 
that from 1985 their businesses must have 30 percent equity 
participation by citizens, and the Land Transport Department 
has reserved commercial trucking for bumiputra businesses. 


CONSTRUCTION: The construction industry, most years the most 
important sector in the economy after oil and the Government, 
suffered through 1984 and into 1985 from falling demand as 
government projects reached completion, and excess capacity 
because the industry was geared for the rapidly expanding 
demand conditions of 1980-83. 


Real Value of Construction Sector Output 
(percent change from previous year) 


1979 1980 1981 1982 1983 1984 
13.0 48.9 14.1 19.0 19.0 6.7 


A number of big construction projects were underway through 
1983 in preparation for independence celebrations in February 
1984. After these were completed, few large new projects were 
Started. This was attributed to the inability to prepare new 
projects because of the heavy demands of independence 
preparations and to the close in 1984 of a five-year planning 
cycle. A new five year plan was due by the end of 1984, and 
has been in preparation since mid-1984, but it now appears that 
1985 will be skipped and the new five-year plan will begin with 
1986. Government officials have said that this makes little 
difference in what would have happened in 1985 because a number 
of projects will proceed that were included in the previous 
plan but not accomplished. The construction industry had 
tightened its belt as demand shrank through 1984, waiting for 
new projects to come available as a new five year plan was 
instituted, but with the delay in the plan, the industry has 
come to realize that the lean times of 1984 are going to extend 
through most of 1985. Adding to their concern recently is the 
possibility that private housing construction may also slow 
because of indications that the supply of new housing may have 
outpaced demand. 
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FOREIGN TRADE: Brunei enjoys a huge, though diminishing, 
merchandise trade surplus due to substantial crude oil and 
natural gas exports and the limited absorptive powers of the 
small local market. In 1984, mineral fuels accounted for 99 
percent of Brunei's exports. Japan was by far Brunei's most 
important customer, taking 68 percent of the total, including 
all of the natural gas exported. Following Japan was Singapore 
with 7.2 percent, Thailand at 6.5 percent and the United States 
ranked fourth taking 5.5 percent by Brunei Government 
Statistics. 


Brunei's imports encompass all types of manufactured goods 
because there is little domestic manufacturing, and most types 
of foods as well. The agriculture sector has practically 
disappeared, with certain exceptions (poultry, some vegetables 
and fruits) using mainly foreign labor, because the farming 
population has been drawn away by well-paid jobs in the 
Government and private sector. These factors, together with 
the construction boom leading up to independence, substantial 
capital spending by Brunei Shell, and continued increase in 
levels of affluence, lead to rapid increases in imports up to 
1983, when they totaled nearly B$1.6 billion. In 1983 imports 
declined 1.9 percent and again in 1984 by 13.7 percent. 
Despite the lower import level of the last two years, the 
merchandise trade surplus continued the decline it began in in 
1981 because exports declined even faster. The reduced trade 
Surplus is not causing any near-term concern in Brunei, 
however: with the surplus at B$5.5 billion, imports could have 
quadrupled in 1984 and there would still have been a surplus. 
The balance on current account, which is not published, can 
only be even healthier given earnings on Brunei's huge reserves 
that have accumulated through years of surpluses. 


Singapore ranked first as a source for Brunei's imports in 1984 
over Japan, which had held first place in eight of the last 
eleven years, although an unknown percentage of the imports 
from Singapore may have been only transshipped through 
Singapore. The United States ranked third by Brunei 
statistics, supplying B$202 million, or 15 percent of the 
total. At an exchange rate of B$ 2.13 to one U.S. dollar, that 
would amount to $94.8 million in U.S. exports to Brunei. U.S. 
statistics show U.S. exports to Brunei of only $34.4 million. 

A similar difference exists in Brunei exports to the United 
States: Brunei statistics show $177 million, U.S. statistics 
record only $11 million. The trade statistics of the two 
countries cannot be the same, of course, because each is 
valuing exports at FOB and imports at CIF, but the relative 
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difference in the figures cannot be explained by that. The 
Brunei Government statistics indicate a considerably greater 
volume of trade between the United States and Brunei than do 
those of the United States. U.S. figures have a trade turnover 
between the two countries of only $45 million; the Brunei 
Government has it at $272 million. 


FORECAST: Quantitative forecasts for the Brunei economy are 
not available. The Government issues no forecast and there are 
no private institutions that publicly announce the results of 
any studies they might be making. However, some general 
Statements about the near future can be made. Growth in 
government spending is likely to be slowed, and public works 
spending is unlikely to reach the levels that led to the boom 
years just prior to independence. As stated above, the 
government's policy objectives are for stable, prudent growth 
that does not strain the labor supply and lead to further 
increase in the non-citizen component of the labor force. 
These policies, however, say little about what the statistics 
will show is the growth or lack of it in GDP because this is 
driven much more by the oil sector than by self-generated 
non-oil domestic economic activity. With the Government's 
policy of holding down production in order to conserve energy 
resources, the main variable in GDP determination will be oil 
prices. If the general consensus of downward pressure on oil 
prices is accepted, then Brunei's GDP may be expected to show 
negative growth in 1985. Due to the slowing in construction 
and the departure of numbers of temporary construction workers 
over the last year, non-oil sector real growth could well fall 
below 10 percent. 


IMPLICATIONS FOR THE UNITED STATES 


Opportunities for U.S. businessmen exist in Brunei, but with a 
population of only 216,000, the market simply is not big enough 
to make for major opportunities outside of government programs, 
which usually see extensive competition. For example, for a 
1984 construction contract for Brunei's international ‘airport 
expansion, Brunei authorities received 75 bids in the initial 
round. 


Brunei has received a good deal of attention because the large 
government surpluses and large and growing reserves clearly 
mean there is substantial buying power. These riches mean that 
there are few capital constraints on government spending for 
development projects. Thus construction remains a prime area 
of business opportunity, particularly next year when the new 
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five-year plan has been authorized and some increased 
construction activity should result. Foods are another area of 
opportunity: relatively high incomes and increasing 
acquaintance with better quality fruits and vegetables should 
expand the markets for those products. 


Although the oil industry in Brunei must be regarded as mature 
with long-established lines of supply, the industry will 
continue to utilize some American products, particularly those 
of advanced technology. Finally, for the agressive businessman 
willing to expend the effort required despite the small 
potential size of the market, there may be opportunities that 
involve establishing a more direct means of supply from a U.S. 
producer to a buyer here, or that involve replacing products 
from traditional sources with American products that are more 
competitive on the basis of fashion, design, technology or some 
other consumer appeal. Certainly the Embassy has observed 
growing interest on the part of local businessmen in at least 
investigating potential alternatives from the United States. 


Further information on the market opportunities in Brunei can 
be obtained by contacting the nearest district office of the 
Department of Commerce; the Office of the Pacific Basin, 
International Trade Administration, Department of Commerce, 
Washington, D.C.; or the U.S. Embassy (P.O. Box 2991, telex BU 
2609) in Bandar Seri Begawan, Brunei. 
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The U.S. Government Wants 
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Wouldn’t it be nice to have a 
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